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WHITEHORSE COPPER MINES LTD. 


TO THE SHAREHOLDERS : 


JOINT VENTURE — 


During the second quarter of the current year 
the underground development amounted to 
4,203 feet, for a total underground develop- 
ment to date of 13,777 feet. The remaining 


2,797 feet to be developed before mining com- . 


mences should be completed by the end of 
August. 


Ancillary facilities for underground mining are 
almost completed. These include the shaft, 
surface conveyor galleries and a new water 
line. In addition, the over-hauling of the mill 
in preparation for production is also nearing 
completion. 


Total expenditures on the underground devel- 
opment as of the end of the second quarter 
amounted to $6,716,080, out of a total project 
cost of $9,173,680. 


The finalization of a copper concentrate sales 
contract remains our main concern. We are 
following-up on a number of enquiries receiv- 
ed from prospective buyers and agents. 


Our joint venture partners have developed a 
number of exploration targets to be drilled 
early in the fall on the claims optioned to them 
pursuant to the joint venture exploration 
agreement previously announced. 


ON BEHALF OF THE BOARD 


ne 


July 25, 1972 John Bruk, President 


STATEMENT OF EARNINGS Six Months Ended 


June 30 
1972 1971 
$ $ 
Market Value of Production.......... - 2,431,610 
Deduct: 
_ Production costs, admin- 
istration, transportation, . 
marketing and exploration ......... (8,417) _3,505,875 
_ OPERATING PROFIT (LOSS) ......... 8,417 (1,074,257) 
Deduct: 
Depreciation, amortization, is 
interest and royalties ............... = 1,094,670 
NEE INGOME=(LOSS) inca aig 8,417 (2,168,927) 
STATEMENT OF SOURCE AND 
USE OF WORKING CAPITAL 
SOURCE 
Operations ets scviunmeurss tener: 8,417 is 
Capitalestocks5.3.5.2 obec saa 2,970 
Series “A? “BOndS i. ce.ci cis cneveee 2,850,000 
Interest earned ..............c.0.0c0 ee 21,059 
2,882,446 
USE 
Operatons seyret Ae ee 1,180,296 
Deferred expenditures............... 908,902 
Loan_to joint venture............... 307,517 
Capital advance to joint 
VONITUNG eae: ate Sis en ate 2,137,500 
Plant and equipment 
ACGITIONS tks, ounce eae mean 30,500 84,597 
Mining properties ..................0. 25,000 15,000 
Long term-debtvas sca eee eters 4,811 4,118 


2,905,328 _ 2,192,913 
INCREASE (DECREASE), IN 


WORKING CAPITAL ................022. 377,118 (2,192,913) 
WORKING CAPITAL - 
BEGINNING soi ce cat Gceeisie ean ankar’ 1,252,146 3,766,186 
WORKING CAPITAL - 
ENDING Sees spent veteran aeemeren 1,629,264 _1,573,273 


NOTE: Mining and milling operations were suspended on June 30, 
1971. A joint venture for development of the underground 
mine is presently underway and all costs relating thereto 
are being deferred until resumption of operations in the last 
quarter of this year. 
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Whitehorse Copper Mines Ltd. 


Directors’ Report to the Shareholders 


The resumption of mining and milling operations highlighted our 
endeavours during 1972. 


Operations 


The joint venture’s development of the Little Chief orebody for underground 
mining was completed on time and within the budget, and we are grateful to 
our employees and management for this accomplishment. 


The tune-up of the operations was satisfactory, and the rate of mining and 
milling is approximately 2,000 tons per day. Average ore grade is 1.80% 
copper. At these levels we could average 2,000,000 pounds of copper 
per month. 


The total costs of the joint venture’s mining development, together with the 
completion of ancillary facilities and the overhauling of the mill, amounted to 
$7,802,465. Of that amount, $1,900,000 was a cash contribution by our 
partners in the joint venture, Hudson Bay Mining and Smelting Co., Limited 
(Hudbay) and Anglo American Corporation of Canada Limited (Amcan). The 
sum of $4,900,000 was advanced from the proceeds of a bond issue and the 
balance, plus working capital, was provided by our Company by way of a long 
term loan in the amount of $2,197,196. Hudbay and Amcan each have a 
one-sixth interest in the cash profits of the joint venture and the Company has 
the remaining two-thirds interest. 


Taking into account the $2,850,000 borrowed in 1969 from Hudbay and 
Amcan on 7% Income Bonds, the total indebtedness of our Company to 
Hudbay and Amcan at December 31, 1972, was as follows: 


series “A” 9% First Mortgage: Bonds:.....gcn.c keener $4,900,000 
SMES Mey” 765 MNMNCOMNS: (BONG Ssccosecnsnonconcooseonoseseocbnonpanpconeopewance 2,850,000 
Accrued interest on Series “A” and “B” Bonds................... 850,363 

$8,600,363 


This indebtedness of $8,600,363 is to be repaid by our Company from its 
two-thirds interest in the profits of the joint venture. 


At this time last year it was envisaged that the entire debt would be 
repaid out of funds generated from the operations of the Little Chief and 
Middle Chief orebodies. However, because of increased operating, 
smelting, refining and transportation costs, it cannot be established with any 
certainty that this will prove possible. On the basis of the present ore reserves, 
and assuming a 55¢ per pound copper price, our Company’s share of the net 
profits will not completely amortize the total investment in the joint venture. 


Under these circumstances, your Directors considered it prudent to write- 
off in 1972 the sum of $1,700,000, being the total loss projected over the life 
of the proven ore reserves, asSuming an average copper price of 55¢ per 
pound. This extraordinary write-off is in line with good accounting practice 
and is more fully reported in the financial statements and the accompanying 
notes. 


Whitehorse Copper Mines Ltd. 


It should be noted, however, that underground exploration has already indicated 
additional tonnages and the price of copper has materially increased since 
production resumed. In the event that the current prices for copper are maintained 
and additional ore reserves are proven, then the total investment will be retired 
and the write-off of $1,700,000 will accordingly be recovered. 


In addition to copper content, the concentrates contain gold and silver 
values. One random sample indicated that our estimates of .20 ounces of 
gold and 6.2 ounces of silver per short dry ton of concentrate will be bettered. 
In view of the recent increase in the price of gold and the improving silver 
price, those values are of importance. 


The Company was fortunately able to place its copper concentrates 
with Noranda Sales Corporation. The concentrates will be shipped from the 
mine by truck to White Pass & Yukon Route’s terminal at Whitehorse, from 
there by rail to Skagway, and by ship to Vancouver, where they will be loaded 
on to rail cars for shipment to Noranda at its smelter in Noranda, Quebec. We 
are very pleased that our production will be smelted and refined in Canada 
and that we are using all Canadian facilities. 


The transportation cost is a substantial one to our Company and we hope 
that our Governments will see fit to make less costly the shipping of Cana- 
dian natural resources for processing within Canada. 


Following this report is the report of the General Manager, who deserves 
special recognition for his contributions in completing the development on 
time and within the budget. 


Exploration 


In this report you will note a map of our properties. The properties marked 
in blue are the Little Chief and Middle Chief orebodies, which are being 
developed through the operating joint venture. The area north of those 
properties, marked in green, is being explored by Hudbay and Amcan under 
a joint venture exploration agreement, which was reported in full in the 1971 
annual report. The properties marked in red are being explored by 
our Company. 


During 1972 Hudbay and Amcan conducted exploration of the mineral 
claims within the area marked in green. The work consisted of geological 
mapping, magnetometer, EM-15 electromagnetic and geochemical surveys 
and a diamond drilling program. The first six holes were drilled in the areas 
west and north of the old War Eagle open pit. No economic mineralization 
was intersected. The program then continued within the old Pueblo workings, 
where five drill holes were completed. Some encouraging results were 
encountered and additional drilling will be done in this area when the 
program resumes in 1973. Total expenditure on this exploration project in 
1972 was $102,240. 


Apart from the joint venture exploration, the Little Chief orebody was 
explored by development drilling and additional tonnage was added, as 
outlined in the General Manager’s report. 


During the current year the development drilling will continue and in 
addition the Company will carry out a small exploration program and will 
drill the areas of Cowley Park and Black Cub South. The cost of such 
explorations will be financed from the funds generated from the operations. 


Whitehorse Copper Mines Ltd. 


General 


Our labour contract expired at the end of 1972. Following a number of 
bargaining sessions with the Union representatives, both the Union and the 
Company agreed to refer the matter to a conciliation officer, who was appoint- 
ed and has since conducted a number of meetings with the Company and 
with the Union. 


We are very conscious of our responsibilities as a corporate citizen of 
Whitehorse, and were much relieved when it was possible for us to resume 
production, as many people in the community depend upon our operations. 
We are employing approximately 190 people, all of whom live in Whitehorse. 
Our personnel are encouraged to, and do, participate in many community 
activities. The Company is the largest employer in Whitehorse other than the 
Government, and we hope to be able to provide continuing employment 
for many years to come. This of course will depend upon our ability to find and 
develop additional ore and negotiate a new collective agreement on reason- 
able terms. 


On behalf of the Directors | wish to thank all employees, management, and 
our joint venture partners, Hudbay and Amcan, for their assistance during 
1972. 


On behalf of the Board 


John Bruk 
President 


March 5, 1973 


WE BUILT OUR OWN EQUIPMENT 
Standing beside the Clark Mobile are, from the left, Ray Osborn, 


Jim Graham, Roy Watson, Clark Van Steinberg (the designer), John 
Bicudo and Herman Liedtke. 


INSPECTION BY DIRECTORS 


In Whitehorse last July, the Directors toured the underground 
workings and then inspected the surface facilities, including 
the concentrator and fine ore storage bin as shown. 


Whitehorse Copper Mines Ltd. 


Report of the General Manager 


The President and Directors, 
Whitehorse Copper Mines Ltd. 


The following is a review of activities at the Company’s property near 
Whitehorse for the 1972 fiscal year. 


General 


All construction and development work was completed, and milling operations 
started on the 18th of December, 1972, some two weeks ahead of schedule, 
and within the budget. 


Mining 
The sinking of the vertical shaft was completed in May, 1972. 


The development program at the start of production was four months ahead 
of schedule, j.e., ten months of developed reserve, and the decline had been 
extended almost to the 1700 level by the year end. 


The connection between the shaft and the 2000 level was completed in 
May, 1972, and was then equipped for electric train hauling. 


At the start of production, ore was being drawn from No. 1 and No. 2 stopes, 
at the south end of the orebody. The ore grades from these stopes, although 
lower than the average grade for the mine, are producing the expected grade. 
All systems for the mining and delivering of ore to the mill have proved capable 
of handling sufficient tonnage for the existing 2,000 ton per day mill capacity. 


Milling 


Milling operations were commenced two weeks before the end of this fiscal 
period, and naturally the mill feed and the results were somewhat erratic 
during this period. 


The new conveyor from the shaft to the primary crusher is operating 
satisfactorily. 


The flow of ore during cold weather is good due to the fact that all conveyor 
galleries, the coarse ore pile and the fine ore bin, are now insulated and heated. 


; Year Ended 
Summary of Production December 31, 1972 
Tons 
Ore from: 
SHOCK IIE 255 hose ex enrcuetined verter cunts be eescee ee eee eer 1,793 
IMIG S CHICA ee baat meeasck Athen ose meee eer eye eee ene 11,843 
hota ee sacss can cls eee hae mantener nce ene a 13,636 
Development waste: 
eittle (Chieti atewicec.cnectere cere teeta ses nn decrnenast ene 9,869 
Ore millede(Ony TONS) ieee tae area te eee: 10,707 
Grade {COG tihisas ostaricct acct eer ene oe ere 1.92% 
RECOVETY Vaarem croce tarred tates eateries at ce en Renee, 84.27% 
Copperzprodticed tbs) eee aracctst beans ener eee 346,386 
Exploration 


A total of sixteen new claims were staked on strike north of the War Eagle 
pit, and thirteen claims along the Company’s property boundary west of 
Little Chief. 


Whitehorse Copper Mines Ltd. 


Work done in the fall of 1972 under the terms of the Hudbay/Amcan Joint 
Venture Exploration Agreement was carried out along’ the Copper Belt in areas 
either on strike or down dip of the Pueblo and War Eagle deposits. The bulk 
of this work was in a diamond drilling program. Scattered and disseminated 
copper mineralization was encountered in nearly every drill hole. Further drill- 
ing is expected to start again in the spring of 1973. 


Development drilling on the underground Little Chief orebody has added 


tonnage to the reserve figures which follow. 


Ore Reserves 


As of January 1st, 1973, proven and probable ore reserves were: 


Undiluted Diluted - Recoverable 
Ore Zone Tons % Cu Tons % Cu 
Underground: 
itt eeG nih esc: 2,680,863 ZA5S 2,565,878 PROM: 
Middle Chief ......... 497,040 Pee? 474,176 1.99 
SIGEKDIIC pr aatianco8 38,800 Wai 38,800 TS 
ital eee ats ss 3,216,703 24 3,078,854 2.22 
Low Grade Deposits - 
presently considered 
uneconomic: 
BesieChancear 492 737 0.71 
Black Cub North .. 172,000 0.82 
Black Cub South .. 21,964 25 
Cowley Park ........... 975,598 0.89 
Geiger cnc 688,994 Oh, 
Keewenaw ............. 223,387 1.06 
KodiaceCubme ae 63,000 1.18 
a OUEW) ea tthetr ne rae 2,637,680 0.91 
Notes: 


1. Assays have not been cut in calculating average copper grades. 


2. Stope tonnages have been diluted by 10%, (grade of dilution is taken as 
0.3% copper) and assumed recovery is 90%. 


3. Pillar tonnages have been diluted by 20% (grade of dilution is taken as 
0.3% copper) and assumed recovery is 75%. 


4. Open Pits: All tonnages and grades in low grade deposits have been 
diluted by 15% with barren material except for Gem which has similarly 
been diluted by 25%. 


Capital Expenditures 

Capital expenditures for 1972 amounted of $5,099,218. Except for $30,500, 
this amount was incurred by the joint venture for underground development, 
shaft sinking and construction of surface facilities. 


Acknowledgment 

The fact that this project was successfully completed on time and within the 
budget can be attributed to the attitude of and effort made by all our employees. 
| wish to thank them sincerely for their support during the past fiscal year. 


2s Sete 


Whitehorse Peter Steen 
March 5, 1973 General Manager 
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Statement of Financial Position 
as at December 31, 1972 


1972 1971 
$ $ 
Current Assets 
Cash and short-term deposits .......... ee 43,027 ~A,2193250 
Accounts “receivables esas. cine eee 14 867 50,097 


58,494 1,269,347 


Deduct 
Current Liabilities 


Accounts payable and accrued 


NEV oTif (lc cinepeattan temas etn dein hs Gna ha zee a 4,361 8,201 
Long-term debt maturing within 
ONE Wear (NOE (A), eee ae eects meus 9,000 9,000 


13,361 17,201 


Working Capitals jcc ees ee ce 45,133 1,252,146 


Other Assets 


Loanyrecewable- sc... virsusontee cer eaten? 30,000 40,000 
Investment in and loan to Joint Venture 
COTS ALY eek ecoucisct tanner und tee ears oe 9,299,626 6,035,908 
Mining: properties: (note 2) a:..2:.caneeeeacteeer: 673,934 647 253 
Plant and equipment less accumulated 
depreciation: (notes 3): sy. eae ee ae 5421429 =O.0%e 109 
15,469,822 13,847,416 
Deduct 
Long Term Debt less amounts maturing 
within one year (note 4)... eee S,935;)/ 622 5-50/al in 


Shareholders’ Equity ........0..00...00.ee 6,531,040 8,339,639 


Represented by: 


Capital Stock (notes 5 and 6) 
Authorized - 
6,000,000 shares without nominal or par 
value 


Issued and fully paid- 
3,360,802 shares 
(19 ttre. S35 7.802. Shales incwce ace aera TASS Ne2se Calo leOrs 


Retained Earnings (Deficit) ............0000000000.00.. (654,083) 1,158,566 
6,531,040 8,339,639 


Signed on Behalf of the Board 


John Bruk, Director P. M. Reynolds, Director 


Whitehorse Copper Mines Ltd. 


Statement of Earnings and Retained Earnings 


for the Year Ended December 31, 1972 


1972 1971 
$ $ 
Revenue from Concentrates Produced” ...... 2,669,926 
Less: Treatment and marketing costs .......... 428,865 
2,241,061 
Expenditures 
Concentrate production COStS  ...........0000neees 3,039,013 
PRCHIEMS UCUTOR a aco. caspavnctepit. at nana arieocsin tees 37,945 343,369 
37,945 3,382,382 
RFperE EATIC) LOSS ees ai ccs coh eennniadaGeh war hepiwieda duaciant Si o4ou Hlet4iis2s 
Interest on Long-Term Debt ................000..0..... 27,952 
Loss Affecting Working Capital .................... 37,945 1,169,273 
Other Expenses 
ORO AU OU mtacetnais cosets eae Cire spamoriaee Wacat te 849,743 
Loss on disposal of plant and 
SRPITINVS Ms Bates. Soh stay ace etc broccWoakea serutene end 74,704 273,011 
Amortization of deferred 
SX S CMI Shae ate casera ateneaete aki te credence ke 299,054 
Accrued interest on Series “B” 
PIG OIE SOON Silesia duenapeaee wcousnien Wevce eerste os 116,462 
74,704 1,538,270 
Loss Before Extraordinary 
OT Sae ete A Seen Oat eS Mas. 112,649 2,707,543 
Extraordinary Items 
Investment in joint 
venture. written off (Hote 1) orice woes 1,700,000 
Deferred expenditures and mining 
PFOPEMES WHITE: O8f . cc adecedensmnosstceneceennes WSIS AG 
1,700,000 1,593,116 
Loss for the Year (note 7) oo... 1,812,649 4,300,659 
Retained Earnings — 
Beginning of Year ou... es 1,158,566 5,459'225 
Retained Earnings (Deficit) — 
ENIGTOUVV OAT core kent asthaene iene (654,083) 1,158,566 


Loss Per Share (note 8) 


* 


There were no operations during the year 1972 pending completion 


of development work being carried out by the joint venture (note 1). 


Whitehorse Copper Mines Ltd. 


Statement of Source and Use of Working Capital 
for the Year Ended December 31, 1972 


1972 1971 
$ $ 
Source 
Plant and equipment disposals 0.0.0.0... 56,081 312,410 
Capitalestockt gas. ccanctasensthusnest oaee nen cee: 4,050 3 
Series -Ar .DONGS5u.. nana oer 2,850,000 2,050,000 
Loansrepayiment: esa srae en pcieautas me eent eer maee 10,000 10,000 
2,920;131 2,372;413 
Use 
Operationoy sa cuveanenic menue ea cnveee teat 37,945 1,169,273 
Deferred expenditures: access. scare ccicete-cee oes (34,077) 493,748 
Loan, TO: JOINT Ventless avnet. ence ae 337,416 1,859,780 
Capital advance to joint venture ............0. 3,725,000" 1,175,000 
Plant and equipment additions ............... 30,500 155,360 
Mining *propemios <.c.e-ns ce teens ee 26,681 25,000 
LONG=tenmaGebt orcs. cc dealer hae ed eae eee 3,679 8,292 
4,127,144 4,886,453 
Decrease in Working Capital .............0.000000.. 1,207,013 2,514,040 


Working Capital - 
Beginning of Year ............ eee 1,252,146 3,766,186 


Working Capital - 
Endof- Year: \sc tics eh erste 45,133 1,252,146 


Auditors’ Report to the Shareholders 


We have examined the statement of financial position of Whitehorse Copper Mines Ltd. as 
at December 31, 1972 and the statements of earnings and retained earnings and source and 
use of working capital for the year then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the company 
as at December 31, 1972 and the results of its operations and the source and use of its working 
capital for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Vancouver, B.C. McDONALD, CURRIE & CO. 
January 31, 1973 CHARTERED ACCOUNTANTS 


Whitehorse Copper Mines Ltd. 


Notes to Financial Statements 
for the Year Ended December 31, 1972 


1. 


Investment in and Loan to Joint Venture 


(a) On August 31, 1971, the company entered into a joint venture operating agreement with Hudson Bay 


Current Assets 


Cash and short-term deposits 
EXO COUMISMNECCIVAD Cena eracrh cen seer ans Res cece ctin stab 
Concentrate inventories at estimated selling price less 
estimated costs of treatment and marketing .................. 
Mine materials and supplies, at the lower of cost and net 
realizable value 
Prepaid expenses 


Deduct 


Current Liabilities 


Balke am C Sirens arate cracm cna aaucncaes easeeee. tare eee aan eany ciceeeenche eee: 
Accounts payable and accrued liabilities .......... ee 


Working: Capitallccccr caterer ar meteor eee me ec cet: 


Deferred Expenditures and Fixed Assets 9.0.00... 


Deduct 


Loan from Whitehorse Copper Mines Ltd. ....................... 


OWMETSPE QUITY acon occa ety hee eee cee rence tenncens sees 


Derived from Capital Advances 


Winitehorse: Copper MIneSs Sti faceeerre tees seeeeee meee sse eee nereeeem 
Hudson Bay Mining and Smelting Co., Limited ............... 
Anglo American Corporation of Canada Exploration 

LIT RDI ie oper arent rec tant Min art el hc Be sccooe pe cue aun de Na baoaapernaee tne 


Statement of Source and Use of Working Capital 
of the Joint Venture 
for the Year Ended December 31, 1972 


Source 


Loan from Whitehorse Copper Mines Ltd. ........... ee 
CapitalsadVvanc Csi ares cena ce heen a entess Rani oa anenten eases 


Use 


Deferred expenditures and fixed assets .....eeeeees 


Increase in Working Capital 2.000.000.0000... ees 


Working Capital - Beginning of Period |... 
Working Capital - End of Period .0.......0.. ees 


Mining and Smelting Co., Limited (Hudbay) and Anglo American Corporation of Canada Explora- 
tion Limited (Amex) for the underground development and exploitation of the Little Chief and Middle 
Chief ore bodies. The benefits to be derived from the joint venture are to be shared amongst the 
owners as to one-sixth by each of Amex and Hudbay and as to two-thirds by Whitehorse Copper 
Mines Ltd., being their respective interests. 


The following are the financial statements of the joint venture for the year ended December31 1972: 


Statement of Financial Position of the Joint Venture 
as at December 31, 1972 


1972 1971 
$ $ 
859,040 
44,971 20,150 
86,233 
583,152 656,617 
48,760 58 882 
1,622,156 735,649 
SiS), ohare) 
427,425 399,233 
427,425 434,616 
1,194,731 SOOSS 
7,802,465 PUBS (AN 
8,997,196 3,034,780 
2,197,196 1,859,780 
6,800,000 TAS OCO) 
4,900,000 lo. O00 
950,000 
950,000 
6,800,000 1,175,000 
Four months 
Year ended ended 
December 31, December 31, 
1972 1971 
$ $ 
Bey 4S 1,859,780 
5,625,000 1,175,000 
5,962,416 3,034,780 
5,068,718 PWG Oy Af 
893,698 301,033 
301,033 
301,033 


1,194,731 


Whitehorse Copper Mines Ltd. 


Notes to Financial Statements of the Joint Venture 
for the Year Ended December 31, 1972 


A.On December 18, 1972 the joint venture commenced milling operations and the value of con- 
centrate production for the period from December 18, 1972 to December 31, 1972 has been 
deducted from deferred expenditures. For accounting purposes, January 1, 1973 will be recog- 
nized as the date of commencement of operations. 


B. Under the terms of the joint venture operating agreement, Whitehorse Copper Mines Ltd. was 
obligated to advance at least $2,000,000 in the form of working capital assets or cash. The 
loan is repayable to Whitehorse Copper Mines Ltd., without interest, upon completion of the 
joint venture programme or earlier to the extent that working capital requirements are reduced. 
As at December 31, 1972 the loan amounted to $2,197,196. 


C. Joint venture operating profits, or losses, as defined, are to be calculated quarterly and profits 
are to be paid to the owners pro rata to their respective interest in the joint venture. 


D. Deferred Expenditures and Fixed Assets 


1972 1971 
Deferred Expenditures - $ $ 
Mine and shaft development (including 
accumulated depreciation of $308,264: 
HS 7G bed 0 14 0) O28 rat cea get tacts reianraonaciodee reap eoacsebanesn gueabenice 3,914,620 1,288,516 
MineGssnulcownaanGeacmlnlStratt@ niece ceete cesar aan 1,892,351 482,733 
5,806,971 1,771,249 
Fixed assets - 
Accumulated 
Cost depreciation Net Net 
$ $ $ $ 
Mining equipment................. 559,477 1235587 435,890 277,661 
Plant and equipment............ 1,744,281 184,677 1,559,604 684,837 
2,303,758 308,264 1,995,494 962,498 
7,802,465 2,733,747 
(b) The company’s investment in and loan to the joint venture is as follows: 
1972 1971 
$ $ 
Investment in joint venture - 
MAITMITAYS): TONKOy OXSTANIESSY (KONE) ZA) oc 6 cnensvasonc> asanéacadonpsasrsiecgn nsaaadeboooe 25,700 25,700 
Deferred expenditures incurred prior to joint venture 
foler=|esidlalg koumenrenns ss nas erytacesmonn ecb antcnora cso ioadencutnenearaascnchdgedboe 2,669,363 2,669 363 
Costs deferred since inception of joint venture - 
Depreciationa (MOtexS) Fess cus css cere tere eaeeerencen yee 507,543 156,848 
IMtERESt a eet A Arcee cee totes ets, Acme ee cena naa RR dere 699,824 149,217 
Capital advan Ga ecras cassie een eee eee aaa ee 4,900,000 1,175,000 
He) 22 Reet crateman ent, eed one ae inter Sects sasisnb br Gace seaoonsaasmcad a acuabe ace 8,802,430 4,176,128 
KeSSSamoUNtsWihittem Olin cess cette Eeteeec cee aes eeeeren 1,700,000 
IN (6) Gane ORR crea ch Se SAAN Sen aC Sere A terae ae ts SUM Ble gan pe cio Ne 7,102,430 4,176,128 
Loanttom|Olnte Ventre ibers tocentt nent ther en eheea res tera 2,197,196 1,859,780 


wa 


9,299,626 6,035,908 
When in 1971 the joint venture was established, the projections prepared at that time indicated 
that on the basis of a copper price of 50¢, the company’s investment would have been fully 
recovered. However, since that time the costs of transportation, smelting and refining have in- 
creased substantially. 


The company’s investment in the joint venture is $8,802,430. On the basis of proven ore reserves 
and projected operating costs, including interest, depreciation and taxes, the company’s share 
of the projected profits in this joint venture at the estimated average copper price of 55¢ per 
pound will not suffice to fully amortize this investment. This is the reason why the amount of 
$1,700,000 has been written off in 1972 as an extraordinary item. 


If the average price of copper should exceed 55¢ per pound, the company’s annual share of the 
joint venture profits will increase by approximately $165,000 for every 1¢ improvement. The 
development of any further ore reserves within the joint venture area will also provide additional 
revenue to recover the investment. At January 31, 1973, the copper price was 53¢ per pound. 


Each of the owners is contingently liable for the debts of the joint venture to the extent that 
such liability exceeds its respective interest with the right of recovery of such excess from the 
others. 


Whitehorse Copper Mines Ltd. 


2. Mining Properties 


(a) The company transferred an undivided one-sixth interest in the Little Chief and Middle Chief 
ore bodies to each of Hudbay and Amex in accordance with the terms of an agreement under 
which the joint venture was established. The original cost of these mining properties to the 
company, $25,700, has been transferred to investment in joint venture (note 1). The company’s 
undivided two-thirds retained interest is included in the property that has been leased to the 
joint venture for $1. 


(bo) Under an agreement dated May 1, 1972, the company granted Hudson Bay Exploration and 
Development Company Limited (Hudbay) and Anglo American Corporation of Canada Exploration 
Limited (Amex) the right and option to explore and develop certain mineral claims north of 
the Little Chief area. 


In consideration for the exclusive right and option, Hudbay and Amex have agreed to spend 
$300,000 on exploration work by April 30, 1975. If Hudbay and Amex spend an additional 
$200,000 on exploration work by April 30, 1977, they shall acquire an undivided sixty percent 
interest and the company shall retain an undivided forty percent interest in a block of claims 
designated by Hudbay and Amex but not exceeding in the aggregate an area greater than 
twenty-five percent of the total area subject to the agreement. If, however, the company elects 
not to participate in a joint venture for the development and exploitation of the properties, Hud- 
bay's and Amex’s acquired interest wili be seventy-five percent and the company will retain a 
twenty-five percent non-assessable interest. 


(c) The amount shown for mining properties represents cost to date and does not necessarily reflect 
present or future value. 


3. Plant and Equipment 


(a) Plant and equipment costs and related accumulated depreciation, calculated on a straight line 
basis, are as follows: 


1972 1971 
Annual Accumulated 
Cost rate depreciation Net Net 
$ %e $ $ $ 
Mining 
equipment ........... 687 ,835 20 504,799 183,036 274,683 
Plant and 
equipment ........... 6,918,973 10 2,275,446 4,643,527 4,941,319 
Staff houses 
BUnoh IVRXels sassseaseere 644,145 4 109,579 534,566 558,071 
Mining equipment 
held for sale ....... 531,849 Nil 471,849 60,000 98,036 
8,782,802 3,361,673 5,421,129 5,872,109 


(b) During the term of the joint venture operating agreement, the joint venture has the right to use 
the company’s plant and equipment. After Hudbay and Amex have been paid an aggregate 
of $6,500,000 as their share of the joint venture operating profits, the company is entitled to 
recover from the joint venture the amount from time to time charged in respect of depre- 
ciation on plant and equipment used by the joint venture. 


(c) Accumulated depreciation in the amount of $507,543 relating to plant and equipment used in 
the joint venture operations has been deferred and included in Investment in Joint Venture (note 


1). 


4. Long-Term Debt 


(a) Long-term debt is as follows: 4972 1971 
$ $ 
Series “A” 9% First Mortgage Bonds with principal and 
accrued interest due December 31, 1976 ...........cee 4,900,000 2,050,000 
Series “B” 7% Income Bonds with principal due 
DYSYSVENR NY SIENE: Shika PURSIVAGY | ke auton, erento ee Raat aso RGR eC Meroe ten 2,850,000 2,850,000 
INIRONAMOPEIGTEY, TOveT AIS Sten care acacat came Nene eeee: Remte momcetn fan anata onarinerer mare te eros 347,419 351,098 
Accrued interest on Series ‘A’ and Series “B” bonds. .......... 850,363 265,679 
8,947,782 yOnlOwnien 


Less: Amounts maturing within one year included with 
Current lia DUD ESaeer meme. @ eee ener etee 5 Brn Binh. gener 9,000 9,000 


8,938,782 SOON in 


Whitehorse Copper Mines Ltd. 


Interest on the Series ‘‘A” bonds is to be paid quarterly out of the operating profit, as defined, 
from February 1, 1973. Principal is repayable only after payment of interest on Series ‘“B” bonds. 


Interest on Series “B” bonds is to be paid quarterly from February 1, 1973, only if and to the 
extent of operating profit, as defined, and after payment of interest on Series “A” bonds. Principal 
is repayable only after Series “A” bonds have been retired. 


Mortgage loans bearing interest at rates varying from 6-34% to 9-%2% are due by 1994, repayable 
at $3,853 per month, including principal, interest and taxes, and secured by charges on land 
and houses for company employees. Interest expense is recoverable from the joint venture. 


(b) The Series “A” and Series “‘B” bonds are secured by a deed of trust and mortgage constituting 
first fixed and floating charges on all properties and assets of the company, except for land 
and houses for company employees, now or hereafter acquired, including the interest of the 
company in the assets of the joint venture (note 1). 


(c) Hudbay and Anglo American Corporation of Canada Limited, the purchasers of the Series ‘‘A” 
bonds, have been offered the first right to participate in future financing of the company’s mining 
properties. 


5. Capital Stock 


(a) During the year 3,000 shares were issued for $4,050 under the terms of the employee stock 
option plan. 


(b) Since incorporation, the following shares have been issued for the consideration indicated: 


Shares Amount 
$ 
GST Soh ee ee ie ee ra eer eee 9 3,028,644 6,671,860 
SEIVISSS vine, cee Raece tare ee a LEL oR ar Ct to eens ce eee 141,130 34,987 
PRO DEMOS faccconeeren watacenadctanalgestcescenae a beset arene cnn Re Ree eect reas 191,028 478,276 
3,360,802 NSS WES 


(c) The long-term debt described in note 4 prohibits the payment of dividends. 


6. Stock Options Outstanding 


(a) Anmercosa Investments Limited and Hudson Bay Mining and Smelting Co., Limited each have 
the option to purchase 200,000 shares at $3.125 per share on or before December 31, 1975. 
The company has agreed to apply the proceeds of the options, if exercised, to the payment 
of interest on and principal of the bonds (note 4). 


(b) Anmercosa and Hudbay did not exercise their option to purchase 200,000 shares each at $7.50 
per share due on December 31, 1972 and, accordingly, such option has expired. 


(c) The company has granted, as an incentive to senior salaried employees of the company, options 
to purchase 26,400 shares of the capital stock of the company at prices varying from $1.35 
to $2.12 per share. These options are exerciseable in varying amounts to October 26, 1977. 


7. Income Taxes 


The company has a loss for income tax purposes of approximately $1,000,000. which will be 
carried forward and applied against any taxable income up to and including 1976. 


As at December 31, 1972, deferred expenditures amounting to $2,900,000 have been written 
off against earnings of prior years but have not been claimed for income tax purposes and 
are available to be applied against any taxable income earned in the future. Deferred expendi- 
tures included in the investment in joint venture and the company’s two-third interest in the 
deferred expenditures of the joint venture are also available to be applied against any taxable 
income earned in the future. 


8. Loss Per Share 


1972 1971 

$ $ 

Eossmbeloreextraondinany itemSim aa etese nics asese ee eenercee 03 81 
Loss’ related) to vextraordinany items! ....:.. eee tae, {531 A7 
LOSS MOR MNOS Ga ltr cht causes tetrace enna ame ena tie SA omar 54 1.28 


9. Remuneration of Directors and Senior Officers 


The aggregate direct remuneration paid during 1972 to the directors, senior officers and the 
five highest paid employees (three of whom are mine personnel) amounted to $119,375 (1971 
- $126,848). No remuneration was paid to directors as such. 
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